. _TAX EXEMPT ANO .
GOVERNMENT ENTITIES

s
KR S

DEPARTMENT OF THE TREASUR'
INTERNAL REVENUE SERVIGIS PR

Date: '
JAN 31 2002

.Tele hohe Number:

Employer Identification Number: WD

.Dear Applicant:

We have considered your applicatien for recognition of ex

| mption from federal
‘income 'tax under section 501(c)(9) of the Internal Revenue : '

e.

You are a trust formed on YRR You are formed fbr the purpose of
.roviding benefits to the employees o
roviding medical, disability, accidental death and dismembe
henefits. A '

The information submitted shows that you will be providing] benefits to two
- =mployees. You state that two employees are covered. by you plan. The covered
. {highly compensated employee is a 100 percent owner of i You
“statethat you have a five-year participation requirement for your nursing home benefit.
¥ou state that your termination benefit is based on length of sejvice: - -~~~

-+ Section 501(c)9) of the Code describes a voluntary employees’ beneficiary

. lassociation (VEBA) providing for the payment of life, sick, accident or other benefits to -

. fits members or their dependents or'designated beneficiaries, and in which no part.of its
net earning inures-(other than through such payments) to the benefit of any private

shareholder or individual. e o

t  Sectlon 1.501(c)(9)-3(a) of the Income Tax Regulations prdvides that an

organization is not.described in section 501(c)(9) of the:Code ffiit systematically and
knowingly provides benefits (of more than a de minimis amounf) that are not permitted

by section 1.501(c)(9) of the regulations. '

. Section 1.501(c)(9)-3(f) of the Regulations désctibg ber _ﬁ1at nonqualifying -
+ -pther:benefits. Deferred comperisation is not a qualifying other benefit because deferred
- rompensation is payable by the passage of time, rather than the result of an '

. ?z’m?nticipéted event.
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i - Section 1.501(c){9)-4(a) of the Reguiations states, in part, that no part of the net
».jeamings.of an employees’ association may inure to the benefitjof any private
L * shareholder or individual other than through the payment of bepefits permitted by
3 T ‘section;1;501(c)(9)-3. Whether prohibited inurement has occurred is a question to be
3 - :ietermined with regard to all the facts and circumstances. -

Section 1.501(c)(9)-4(b) of the Regulations provides that a y payment to.any - -
;rnember of disproportionate benefits, where such payment is'n t pursuant to objective
‘and nondiscriminatory standards, will not be considered a benefit within the meaning of
‘section 1.501(c)(9)-3 of the regulations even though the benéfif otherwise is one of the - _
type permitted by that section. For example, the payment to highly compensited
‘ersonnel constitute prohibited inurement unless the different justi
Jasis of objective and reasonable standards adopted by the a

.. Based on the information submitted, we conclude that yo are not-a Voldntar-y'
iemployees’ beneficiary association as that term is used in sectipn 501(c)(9):of the
«Code: ", g

A section 501(c)(9)-VEBA functions primarily as a 6oopera ive device for pooling
i I funds and distributing risks over and benefits to a defined group of employees sharing
[ :an employment-related bond. Prohibited inurement arises wheh a VEBA benefits one -
. : :0r more _ _ i >
© jorganization described in section 501(c)(9). Disproportionate nefits to the highly
. jcompensated personal unless pay pursuant to an objective an nondiscriminatory .

‘.. istandard.would be considered as inurement.

-

wr benefits constitute
use effective control of

.. The'infuimatioh tiiat you submitted did aot establish that y¢

dinurement under section. 1.501(c)(9)-4(a) of the regulations b

- the trust is exercised by the owner-member and the trust functions essentially as a tax-

- deferred investment fund-for the private benefit of the owner- ber. For example, the
owner-member is empowered:ta fire. the other employee at anyltime. The functioning of

- 1an organizationin this manner is inconsistent with and Incompatible with the.exempt .

section 501(c)(9) of the:Code in-providing benefits to promote the common good and

- general welfare of a voluntariy-associated group of employees rather than the one -

- employee who is the owner-member. Jn addition, your terminatjon provision in its -
wresent form violate the inurement proscription by being based pn years of service: In - -
Addition, your long term life benefit volate the inurement p ption for having years .
‘for-qualification and favoring your owner-member who is the oldest employee:

Accordingly, based.on all the facts and circumstances, we

_ 6] e gonclude that your trust
and plan:does not qualify for re_t;‘Qg_r_\ftiQn of exemption from fed

ral income tax under

individuals other than through the performance of functions characteristic ofan .

i

purposes and activities of a voluntary employees' beneficiary:a iation exempt under ~ - '.




-:statement, signed by one of your officers, must be submitted

“sualify under our Conference and Practices Regquirements.

will be forwarded t6 the Ohio EP/EO key diStrict office. e

-+ 1829-5500 (a toll free number) or sending correspondence to: |

1" When sending additional letters o us with respect to this
 their receipt by using the following address: .

RTINS ' Internal Revenue Service

section 501(c)9) of the Code.

You have the.rightfo protest this ruling if you believe it s i
ishould submit a statement of your views, with a full explanatio

.

;date of this letter. You also have a right to a conference in this
. ;'sté-tememt is submitted. You must request the conference, if'
. ifile your protest statement. If you are to be represented by-so

iyour:officers, that person will need to file a proper power of att

If we.do not hear from you. within 30 days, this ruling will:

syour federal income tax status should be directed to that office,

:EP/EO Customer Service, P.O. Box 2508, Cincinnati, OH 452

Attn: W T-EO:RAT:2 .
1111 Constitution Ave, NW. -
- Washington, D.C. 20224 |

If you have any questions, please contact the pefsbn.whoTe name and telephone. - :

W L e

'number are shown in the heading of this letter.
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of your reasoning. This
hin 30 days from the
office after your

uwant one, when you
eone who is not one of
mey and otherwise

me final and a copy.

either by calling 877-..

-

i
i
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/.

(signed) Tegrell M. Berkovsky

. Berkovsky :
, Exempt Organizations
ical Group 2

correct. To protest, you .- -

er, any quéstions about -. :

emnal Revenue Servica, &
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